BASE CONTRACT FOR SHORT-TERM
SALE AND PURCHASE OF NATURAL GAS

This Base Contract is entered into as of the following date: July 1, 2001
The parties to this Base Contract are the following:
CALIFORNIA DEPARTMENT OF WATER RESOURCES andDYNEGY MARKETING AND TRADE

3310 H Camino Avenue Suite 120, Sacramento, CA 95821 1000 Louisiana, Suite 5800, Houston, TX 77002-5050
Duns # Duns#

Contract # /\ Contract #

Attn: Garney L. Hargan /\ Attn: Contract Administration

Phone: 916-574-0290  Fax: 916-574-0301 / Phone: 713-507-6400  Fax:713-767-5931

Federal Tax ID Number: Federal Tax ID Number:

Invoices (see Attachment for Payments): Invoices and Payments:

DWR c/o Interstate Gas Services, Inc. Dynegy Marketing and Trade

2600 Kitty Hawk Road Suite 101, Livermore, California 945501000 L puisiana, Suite 5800, Houston, TX 77002-5050

Att: Ms. Suzanne McFadden, Att: Gas Accounting

Phone: 925-243-0350___Fax: 925-243-0349 Phone: 713-507-6400 Fax: 713-507-3787
Wire Transfer or ACH+Nos. (if-applicab Wi ansfmCH Nos.@i_app&cable

This Base Contract incorporates by reference|for all plrposes the Genetla Termg and Corditions fpr Short{Term Sale and Purchase of

Natural Gas published by the Gas |ndustry |Standards Board.| The parties hergby agreg to the fpllowing|provisiops offered in said
General Terms and|Conditigns(select only one from eath box, bt see” Note" relgting to Section 2.p4.):

Section 1.2 X Ora Section 6. [0 Buyer Pays At and After Delivery Point

Transaction Procedyre ClWritten Tax Seller Pays Before and At Delivery Point

Section 2.4 [ 2 Busingss Days after receipt (default) Sect)gg 7.2 __ 2%th | date of Month follgwing

Confirm Deadline x| Same Day Paymeqt Datq  Month of delivdry

Section 2.5 Osdler tion k2 X Wire Transfpr (WT)

Confirming Party O Buyer hod of O Automated Clear-inghéuse (ACH)

X _BOTH | Payrent O Check ﬂ

Section 3.2 X Cover Standard

Performance Obl. O Spot Prige Standargl

Note: Thefollowing Spat Price Publjcation appl|esto both off theimmedigtely preceding Section 13.5

Standardsand miist befilled in after a Stgndard is sel pcted. ) .
CHDICE OHLAW: | California

Section 2.24

Spot Price Publicatjon:_Gas Daily

Special Provigions: Number of seets attached: 7 (Seven) Aftachments: Numbgr of sheeis attached: 2 (Two)

IN WITNESS WHEREOF, lhe partiep hereto have execlited this Base Corjtract in duplicate.

CALIFORNIA DEPARTMENT OF WATER RESOURCES DYNEGY]|MARKHETING AND TRADE

(Pary Name) / / (Party Name)
By By
Title Title

DISCLAIMER: The purposes of this Contract are to facilitate trade, avoid misunderstandings and make more definite the terms of contracts of
purchase and sale of natural gas. ThisContract isintended for Interruptible transactions or Firm transactions of one month or lessand may
not be suitable for Firm transactions of longer than one month. Further, GISB does not mandate the use of this Contract by any party. GISB
DISCLAIMS AND EXCLUDES, AND ANY USER OF THIS CONTRACT ACKNOWLEDGES AND AGREES TO GISB'SDISCLAIMER
OF, ANY AND ALL WARRANTIES, CONDITIONS OR REPRESENTATIONS, EXPRESS OR IMPLIED, ORAL OR WRITTEN, WITH
RESPECT TO THIS CONTRACT OR ANY PART THEREOF, INCLUDING ANY AND ALL IMPLIED WARRANTIES OR CONDITIONS
OF TITLE, NON-INFRINGEMENT, MERCHANTABILITY, OR FITNESS OR SUITABILITY FOR ANY PARTICULAR PURPOSE
(WHETHER OR NOT GISB KNOWS, HAS REASON TO KNOW, HAS BEEN ADVISED, OR IS OTHERWISE IN FACT AWARE OF
ANY SUCH PURPOSE), WHETHER ALLEGED TO ARISE BY LAW, BY REASON OF CUSTOM OR USAGE IN THE TRADE, OR BY
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COURSE OF DEALING. EACH USER OF THIS CONTRACT ALSO AGREES THAT UNDER NO CIRCUMSTANCES WILL GISB BE
LIABLE FOR ANY DIRECT, SPECIAL, INCIDENTAL, EXEMPLARY, PUNITIVE OR CONSEQUENTIAL DAMAGES ARISING OUT OF

ANY USE OF THISCONTRACT.
GENERAL TERMSAND CONDITIONS
BASE CONTRACT FOR SHORT-TERM

SALE AND PURCHASE OF NATURAL GAS

SECTION 1. PURPOSE AND PROCEDURES

11 These General Terms and Conditions are intend?'&)\faci litate purchase and sal e transactions of Gas on a Firm or Interruptible

basis. "Buyer" refersto the party receiving Gas and "Sellgr" xefers to the party delivering Gas.

The parties have selected either the“Oral” version of the “Written” version of transaction procedures as indicated on the Base
Contract.

Oral Transaction Procedure:
12 The parties will use the following Tran{t\iﬁ Coxfirmation procedure. Any Gas purchase and sale transaction may be
I

effectuated in an EDI transmission or telephone\ conversatipn with the offer and acceptance constituting the agreement of the
parties. The parties shall be legally bound from th et agree to transaction terms and may each rely thereon. Any such
transaction shall be considered a “writing” and to have been “signed”. Notwithstanding the foregoing sentence, the parties agree

that Confirming Paety shall,and Wparty may, confirm a telephpris_transactiqn by sending—%hxntf@pz:y a Transaction
Confirmation by facsimile, DI or mfutually agreeable felectroni :meansé'@;]% ng Party\adopts its confirming lettethead, or the like,
any Tr d authentication

asits signature or saction Confirmation as the identifjcation tic f Confirfing Partly.
Written Transaction Procedure:
12 The parties will upe the following Tjransactign Confirmation pfocedure| Should the parti¢s come tp an agreement regarding

a Gas purchase and sale transaction for a pafticular Delivery Feriod, tHe Confirming Partly shall, gnd the other party |may, record that

agreement on a Tfansaction Confirmation and communicate sych Transaction Confirmation by fagsimile, EDI or mutually agreeable

€l ectronic means|to the other party] by the close of the Businegs Day following the date df agreement. The parties acknowledge that
%tion g

their agreement Will not be binding until the exchange of nonconflicting Tran| onfirmation or the passage of the Confirm
Deadline without jpbjectior] from the receiving party, ds provided iN Section\L.3.

13 If asending party'd Transaction
referred to in Sectjon 1.2., [such regeiv ty shalll notify the sendin
receiving party hag previously sent g Transaction Confj rmationl:{e—»veﬁe
sending party in wfiting by [the Conflirm Deadlline congtitutes the receiv
in the sending party's Transaction Confirmatipn. |f there are afy materi
governing the same transaction, then neither [Transact|on Conf{rmation
including the use of any evigence that clearly |resolves|the diffefencesin onfirmat]
the parties shall be those provisiong containgd in both the Basg Contra e Transatti

a conflict among the terms|of (i) a Transactign Confirmation, (i) the Bai ii) these
terms of the docunients shal|] govern jn the priprity listed in thisjsentence,

SECTION 2 DEHINITIONS

21. "Base Contract" shall mea:%l(_::pact executed by the parti
reference; that specift sel ections of provigions confained herel

2.2. "British thermal unit" or "Btu" shall have the
23 "Business Day" shall mean any day except Saturday, Sunday or Federal Reserve Bank holidays.
24, "Confirm Deadline" shall mean 5:00 p.m. in the receiving party's time zone on the second Business Day following the Day a

Transaction Confirmation is received, or if applicable, on the Business Day agreed to by the partiesin the Base Contract; provided, if
the Transaction Confirmation is time stamped after 5:00 p.m. in the receiving party's time zone, it shall be deemed received at the
opening of the next Business Day.

25. "Confirming Party" shall mean the party designated in the Base Contract to prepare and forward Transaction Confirmations to
the other party.
2.6. "Contract” shall mean the legally-binding relationship established by (i) the Base Contract and (ii) the provisions contained in

any effective Transaction Confirmation.

Copyright © 1996-2000 Gas Industry Standards Board, Inc. GISB Standard 6.3.1, Version 1.4
All rights reserved. January 7, 2000
271333v1 N2AARINNSTR7



27. "Contract Price" shall mean the amount expressed in U.S. Dollars per MMBtu, as evidenced by the Contract Price on the
Transaction Confirmation.

28.

29. "Cover Standard", if applicable, shall mean that if there is an unexcused failure to take or deliver any quantity of Gas pursuant
to this Contract, then the non-defaulting party shall use commercially reasonable effortsto obtain Gas or alternate fuels, or sell Gas, at a
price reasonable for the delivery or production area, as applicable, consistent with: the amount of notice provided by the defaulting
party; the immediacy of the Buyer's Gas consumption needs or Seller's Gas sales requirements, as applicable; the quantities involved;
and the anticipated length of failure by the defaulting party.

2.10. "Day" shall mean a period of 24 consecutive hoys, coextensive with a "day" as defined by the Receiving Transporter in a
particular transaction.

211. "Delivery Period" shall be the period during which d

212, "Delivery Point(s)" shall mean such point(g
Transaction Confirmation.

"Contract Quantity" shall mean the quantity of Gasto be delivered and taken as set forth inthe Transaction Confirmation.

iveries are to be made as set forth in the Transaction Confirmation.

2.13. "EDI" shall mean an €electronic data interchange ant to an agreement entered into by the parties, specifically relating to
the communication of Transaction Confirmations under(this Contract
2.14. "EFP" shall mean the purchase, sale or excha fefural Gas as the "physical" side of an exchange for physical transaction

the extext @ph performance is

involving gas futures ¢ —EFP shall incorporate ing and remedies of “kifr-
2.15. "Firm" shdll mean that eithef party Nay interupt its performangé withowt liabili

prevented for reasgns of Force Maj ; i i 5, the party invoking Force Majeure
i after thelnominatjon is made to the

may be responsible for any |lmbalan¢e Charg
Transporter and until the chginge in deliveries

2.16. "Gas" shall mean any mixtufe of hydr

2.17. "Imbal ange Charges" shall
to satisfy the Trangporter's balance and/or no

218.  "Interrupt|ble" shall mean that either|

te consisting primgrily of methane.

ssessed ky a Trangporter for failure

hy reasor], whethef or not caused by

an event of Force N
in Section 4.3. rel

Wajeure, with no lliability, except such interruptin
ated to itls interruption after the no

mination

ism

any Imhelance G
i change-

harges as set forth
deliveries and/or

receiptsis confirmed by Trahsporter. ﬂ

2.19. "MMBtu"|shall mepn one m|llion Brifish thermal unitsy

2.20. "Month" ghall mean the pgriod beginning gn the fir ending immedigtely prior to the
commencement of the first Day of the next calendar month.

221. "Payment|Date" shgll mean|a date, sglected by the partiesin th bntract, gn or befgre which payment is due Seller for
Gasreceived by Bulyer in the previoys Month

2.22. "Receiving Transpprter" shall mean [the Trangporter receiving Gas at a Delivery [Point, orf absent slich receiving Transporter,
the Transporter del|vering Gas at a Dglivery Ppint.

2.23. "Schedul all mean the quaritity of Gas confirmed by Transporter(s) for movement, transportation off management.
224 "Spot Prige" as reterred in\Section)3.2 shall mean the price \isted in the publjcation sTecified py the parties in the Base
Contract, under the st icablete—t€ geographic locatipn cIosest\ﬁ—pr&imit the Deli Int(s) for the relevant Day;
provided, if there is no single price published for such location for such Day, but there is published a range of prices, then the Spot

be the average of the following: (i) the price (determined as stated above) for the first Day for which a price or range of prices is
published that next precedes the relevant Day; and (ii) the price (determined as stated above) for the first Day for which a price or range
of pricesis published that next follows the relevant Day.

2.25. "Transaction Confirmation" shall mean the document, substantially in the form of Exhibit A, setting forth the terms of a
purchase and sal e transaction formed pursuant to Section 1. for aparticular Delivery Period.

2.26. "Transporter(s)" shall mean all Gas gathering or pipeline companies, or local distribution companies, acting in the capacity of a
transporter, transporting Gas for Seller or Buyer upstream or downstream, respectively, of the Delivery Point pursuant to a particular
Transaction Confirmation.
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SECTION 3 PERFORMANCE OBLIGATION

3.1 Seller agreesto sell and deliver, and Buyer agrees to receive and purchase, the Contract Quantity for a particular transaction in
accordance with the terms of the Contract. Sales and purchases will be on aFirm or Interruptible basis, as specified in the Transaction
Confirmation.

The parties have selected the“ Cover Standard” version or the® Spot Price Standard” version asindicated on the Base Contract. I

Cover Standard:

32 In addition to any liability for Imbalance Charg hich shall not be recovered twice by the following remedy, the exclusive
and sole remedy of the partiesin the event of abreach of obligation shall be recovery of the following: (i) in the event of abreach
by Seller on any Day(s), payment by Seller to Buyer iryan amyunt equal to the positive difference, if any, between the purchase price
paid by Buyer utilizing the Cover Standard for replac t Gas or alternative fuels and the Contract Price, adjusted for commercialy

by Buyer to Seller in the amount equal to the positjve gifference, fif any, between the Contract Price and the price received by Seller
utilizing the Cover Standard for the resale of such ,\adju
from the Delivery Point(s), multiplied by the difference betiveen the Contract Quantity and the quantity actually taken by Buyer for
such Day(s); or (iii) irthie evi at Buyer has used cqmmercigly reasonabl e eff ortSteXeplace the (zas or, Séllérﬁag‘used commercialy
reasonable efforts 10 sell thef Gas to Mty, and jno such eplacemMe is avaijable, then the exglusive and sole remedy of
the non-breaching party shall be gany unfayorable differencg between the Contract Prlice and the Spot| Price, adjusted for such

transportation to the applicgble Delivery Point, multiplied by the differpnce betyween the|Contrac Quantity and the| quantity actually
delivered by Sellerfand recejved by Buyer for such Day(s).

Spot Price Standarp:
32 In addition to any liability for Imbalance Charges, whi ot be regovered tyice by the following remegdy, the exclusive
and sole remedy of|the partiesin the pvent of @ breach ¢f a Firm qbligation shall bé recovery of the fpllowing] (i) in the event of abreach
by Seller on any Day(s), payment by|Seller to|Buyer i% an amountequal to\he di{erence hetween the Contract Quantity and the actual
quantity delivered| by Sell¢r and received by Buyer for such Day(s), muki y the positiye differgnce, if gny, obtained by
subtracting the Contract Prige from the Spot Price; (ii) in the event of Buyer on any Dewmmt Buyer to Seller in

an amount equal tg the difference begtwden the Contradt Quantity and th .;y_SeU%an eived by Buyer for
such Day(s), multiplied by the positive differehce, if anyy, obtained by subtr Price frym the Contract Price.
'HER PARTY BE|LIABLE UNDER

CT LIABILITY), OR OTHERWISE,

33. EXCEPT AS OTHERWISE CIFHGALLY PROVIDED HEREIN
THIS CONTRACT |WHETHER IN CONTRACQT, IN TQRT (INCLUDING|
FOR INCIDENTAL{, CONSEQUENTIAL, SPECIAL, OR[PUNITIME DAMA

SECTION 4. TRANSPORTATION, NOMINA

41 Seller shdl have the sole r lity for fransporting the G
pressure sufficient|to effect| such dellivery buf not to exceed thelmaximu
have the sole respopsibility for transporting the Gas from the Ddivery Pqj

42 The parti

BALANCES

and for| deliveripg such Gas at a
Receiving Transpprter. Buyer shall

dead@é of the affected
Transporter(s). Each party give the other party] timely prior notice, sufficient To meet the requirements of all Transporter(s)
involved in the transaction, of the quantities of Gast ivered and purchased each Day. Should either party become aware that
actual deliveries at the Delivery Point(s) are greater or lesser than the Scheduled Gas, such party shall promptly notify the other party.

43. The parties shall use commercially reasonable efforts to avoid imposition of any Imbalance Charges. If Buyer or Seller
receives an invoice from a Transporter that includes Imbalance Charges, the parties shall determine the validity as well as the cause of
such Imbalance Charges. If the Imbalance Charges were incurred as a result of Buyer's actions or inactions (which shall include, but
shall not be limited to, Buyer's failure to accept quantities of Gas equal to the Scheduled Gas), then Buyer shall pay for such Imbalance
Charges, or reimburse Seller for such Imbalance Charges paid by Seller to the Transporter. 1f the Imbalance Charges wereincurred as a
result of Seller's actions or inactions (which shall include, but shall not be limited to, Seller's failure to deliver quantities of Gas equal to
the Scheduled Gas), then Seller shall pay for such Imbalance Charges, or reimburse Buyer for such Imbalance Charges paid by Buyer to
the Transporter.
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SECTION 5. QUALITY AND MEASUREMENT

All Gas delivered by Seller shall meet the quality and heat content requirements of the Receiving Transporter. The unit of quantity
measurement for purposes of this Contract shall be one MMBtu dry. Measurement of Gas quantities hereunder shall be in accordance
with the established procedures of the Receiving Transporter.

SECTION 6. TAXES

The parties have selected either the “Buyer Pays At and After Delivery Point” version or the “ Seller Pays Before and At Delivery
Point” version as indicated on the Base Contract.

Buyer Pays At and After Delivery Poaint:

Seller shall pay or causeto be paid all taxes, fees, levi , licenses or charges imposed by any government authority (“ Taxes")
on or with respect to the Gas prior to the Delivery Pgint(s). r shall pay or cause to be paid all Taxes on or with respect to the Gas
at the Delivery Point(s) and all Taxes after the Deliyery Poi .\If aparty isrequired to remit or pay Taxes that are the other party’s
responsibility hereunder, the party responsible fof su¢h Tax all promptly reimburse the other party for such Taxes. Any party
entitled to an exemption from any such Taxes or ch shall furyish the other party any necessary documentation thereof.

Seller Pays Beforeand At Ddlivery Point:

Seller shall pay or ?éuse to bé paid al)faxesees, levies, penaltiles, licen g%nﬁgosed by any govsinment aythority (“ Taxes")
on or with respect (s) and &l Taxes ivery Point(s). Buyer shall pay or cause to be paid all
Taxes on or with r Point(s). | If a party is required to remit or pgy Taxes yhich are the other party’s
responsibility here o mburse|the other party for such Taxes. Any party
entitled to an exempti arty any necessary|documetation thereof.

SECTION 7.

71. Seller shg
providing supporti
not known by the

e preceding Month and|for any |other applicable charges,
e amounf charged. If the gctual qua
of Scheduled Gas. (The invgiced qug tity will then be

adjusted to the acty mation is available
7.2. Buyer shg y availgble fungs, on or before the
later of the Paymej j , ; i i gyment Dpte is nof a Business Day,

payment is due on i 3l i \ payable by it when due, mterest on
the unpaid portion i &
Rates' by The W4 te of payment; on (i) the maximum
applicable lawful i : i ith,|di gtement gr any parf thereof [ Buyer will pay to
Seller such amount i ue, Buyer must pfovide supporting
documentation acg

7.3. Inthe eve

74, A party sl
records of the ot

ith Section 7.2. above.

e times, [to examine the books and
ny staI ent, charge, payment, or

vaila y infgpmation not directly
relevant to transaction Contract All inyoices and billings shall be mal and accurate unless
objected to in writing, with adequate explanation and/or_documentation, within two years after the Month of Gas delivery. All
retroactive adjustments under Section 7. shall be paid in full by the party owing payment within 30 days of notice and substantiation of
such inaccuracy.

SECTION 8. TITLE, WARRANTY AND INDEMNITY

8.1 Unless otherwise specifically agreed, title to the Gas shall pass from Seller to Buyer at the Delivery Point(s). Seller shall have
responsibility for and assume any liability with respect to the Gas prior to its delivery to Buyer at the specified Delivery Point(s). Buyer
shall have responsibility for and assume any liability with respect to said Gas after its delivery to Buyer at the Delivery Point(s).
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8.2 Seller warrants that it will have the right to convey and will transfer good and merchantable title to al Gas sold hereunder and
delivered by it to Buyer, free and clear of all liens, encumbrances, and claims.

83. Seller agrees to indemnify Buyer and save it harmless from all losses, liabilities or claimsincluding attorneys' fees and costs of
court ("Claims"), fromany and all persons, arising from or out of claims of title, personal injury or property damage from said Gas or
other charges thereon which attach before title passes to Buyer. Buyer agrees to indemnify Seller and save it harmless from all Claims,
from any and all persons, arising from or out of claims regarding payment, personal injury or property damage from said Gas or other
charges thereon which attach after title passesto Buyer.

84. Notwithstanding the other provisions of this Section 8., as between Seller and Buyer, Seller will be liable for al Claimsto the
extent that such arise from the failure of Gas delivered by Seller to meet the quality requirements of Section 5.

SECTION 9. NOTICES

9.1 All Transaction Confirmations, invoices, payments and other communications made pursuant to the Base Contract ("Notices")
shall be made to the addresses specified in writing by tjhe respective parties from time to time.

Py the addressee. In the absence of proof of the actual receipt date,
ile shall be deemed to have been received upon the sending party's

receipt of its facsimil i i ransmission, if the ; irile is received is not a
Business Day or is i .m. ; ' imi deemeq| to have lpeen retgived onthe next following
: [ : . : cived . )

Business Day. Nofice by ojernight ec bn the ngxt Busingss Day dfter it was sent or
such earlier time class mail shall |be consifdered delivered two Business Days
after mailing.

SECTION 10. FI Y

10.1 When r rise, either party mmay dempnd adeguate assurance of
performance. Adequate ag i (ty i form jand for the term ly specified by the party

ter of credit, |a prepay
acceptabl e to the demandin itworthy entity. In
an assignment or & i inthe payment ohhi
petition or otherwi

urity interest in an asset
arty shall (i) make
er party; (iii) filea
y bankruptcy or

similar law for the protecti i ich petition filed or Nag commence it; (v) §therwise become
bankrupt or insolvent (how i ; Jnabletj pay its flebts | due; then the other party shall have the right
to either withhold t, or terminate the Contract witholt prior notice, in adldition tg any and all other

remedies availablelhereunder.
amount due Seller

y suspendl deliver|es to Bliyer herdunder in|the evert Buyer has not paid any
gy following the date such payment|is due.

10.2. Each party reserv 5, countefclaims, and other|defenseq which itjisor may be entitled to arising from

the Contract.

SECTION 1

11.1. Except wi make payment diie under [Section . and Imbalance|Charges|under Section 4,
neither party shall be liable fo the ot j erform a frirm obligation, tg the extent such failure wag caused py Force Majeure.
i BNy cause not reas?)}ab&%vithi o!—ﬂﬂe'rgty clairhing suspension, as

further defined in Section 11.2.

11.2. Force Majeure shall include but not be limited to the following: (i) physical events such as acts of God, landslides, lightning,
earthquakes, fires, storms or storm warnings, such as hurricanes, which result in evacuation of the affected area, floods, washouts,
explosions, breakage or accident or necessity of repairs to machinery or equipment or lines of pipe; (ii) weather related events affecting
an entire geographic region, such as low temperatures which cause freezing or failure of wells or lines of pipe; (iii) interruption of firm
transportation and/or storage by Transporters; (v) acts of others such as strikes, lockouts or other industrial disturbances, riots,
sabotage, insurrections or wars; and (v) governmental actions such as necessity for compliance with any court order, law, statute,
ordinance, or regulation promulgated by a governmental authority having jurisdiction. Seller and Buyer shall make reasonable efforts
to avoid the adverse impacts of a Force Majeure and to resolve the event or occurrence once it has occurred in order to resume
performance.

113. Neither party shall be entitled to the benefit of the provisions of Force Majeure to the extent performance is affected by any or
al of the following circumstances: () the curtailment of interruptible or secondary firm transportation unless primary, in-path, firm
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transportation is also curtailed; (i) the party claiming excuse failed to remedy the condition and to resume the performance of such
covenants or obligations with reasonable dispatch; or (iii) economic hardship. The party claiming Force Majeure shall not be excused
from itsresponsibility for Imbalance Charges.

114. Notwithstanding anything to the contrary herein, the parties agree that the settlement of strikes, lockouts or other industrial
disturbances shall be entirely within the sole discretion of the party experiencing such disturbance.

115. The party whose performance is prevented by Force Majeure must provide notice to the other party. Initial notice may be
given orally; however, written notification with reasonably full particulars of the event or occurrence is required as soon as reasonably
possible. Upon providing written notification of Force Mgjeure to the other party, the affected party will be relieved of its obligation to
make or accept delivery of Gas as applicable to the extent and for the duration of Force Majeure, and neither party shall be deemed to
have failed in such obligations to the other during such ogtiyrence or event.

SECTION 12. TERM

This Contract may be terminated on 30 days’ written ngtice, but §hall remain in effect until the expiration of the latest Delivery Period of
any Transaction Confirmation(s). The rights of eith¢r pa suant to Section 7.4., the obligations to make payment hereunder, and

13.1. This Contr
the respective partj
Contract. No assig
which consent will
assignment, mergef or othefiwise without the
not be relieved of gr discharped from any obli

bnefit of th Nassigns, pjsgnalﬁpre&: atives, and heirs of
ights and pbligatians of this Contragt shall riun for the full term of this
Il be magle withodt the prigr written|consent of the nom-assigning party,

sfer itsfinterest tp any parent or affiliate by
pon any fransfer and assumption, the transferor shall

132 If any prgvision in this Contract is invalid, void or Unenforceable by any court having |urisdiction, such
determination shalll not invalidate, vagid, or mgke unenfprceable gny other\provision, agreement or cpvenant df this Coptract.

133. No waiver of any breach of this Cont y other |or subsefjuent brdach.

134. This Confract setg forth al| understandings between the paties resQecting each transagtion subject hergio, and any prior
contracts, understgndings and repr nﬁijis,_mmaher oral or written\relating\to such transactionsare mer nto and superseded
by this Contract and any effective Tjransactign Confirmation(s). This CoRtract msy be amended ﬂy_By\gwriti executed by both
parties.
135. The interpretation
Base Contract, excl

136. This Contfact and
Federal, State, or local go
Transaction Confir|

137. Thereisn this Contract.
138. Each party 5 and walrants thaf it has full and compl ete alithority to enter into and perform this
Contract. Each pel tract on Qehalf of ¢ ents and warrantsithat it h%full and complete

i pither panty repres
authority to do so aQd that i bound thereby. ab /

bf this Contract shall be gaverned\by the Isws of the [state spegified by|the partiesin the
ct of laws rule whilch would apply the law of another jurrisdiction.

bin will be subject|to all applicable and valid|statutes,|rules, orglers and regulations of any
ty having jurisdigtion over the parfies, theif facilitigs, or Gap supply,| this Contract or
ereof.
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TRANSACTION CONFIRMATION EXHIBIT A
FORIMMEDIATE DELIVERY

DWR(CERS) Date: ,

Transaction Confirmation #:

This Transaction Confirmation is subject to the Base Contract between Seller and Buyer dated .
Theterms of this Transaction Confirmation are binding/unless disputed in writing within 2 Business Days of receipt unless
otherwise specified in the Base Contract.

SELLER: / A BUYER:
CALIFORNIA DEPARTMENT OF WATER RESOURCES P.
[ [ \ . Box 219001
\_\ ) | /3310l Camino Avenue Suite 120, Sacramento, CA 95821
Attn: ~ 2 At Garney L. Hargan
- — Phone: 916-574-0286
Phone: Fax: 9]?57403015\ AN \
Fax: { Base Contract No.
Base Contract N¢. Transporter:

Transporter: Transporter Cgntract Number:
Transporter Contract Nurrber:

Contract Price: $| /MM Btu or]

Delivery Period: Begin:

Performance Obljgation and Contr

-/
Firm (Fixed Quantity): InterrOptible:
MM Btus{day Upto_| MM Btus/day
O EFP

Delivery Paint(s)
(If apooling point is used, [list a spegific geographic apd pipelime locatign):

Special Conditiorqs: W W / - /

Seller: Buyer:

By: By:

Title: Title:

Date: Date:
Copyright © 1996-2000 Gas Industry Standards Board, Inc. GISB Standard 6.3.1, Version 1.4
All rights reserved. January 7, 2000
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EXECUTION COPY
SPECIAL PROVISIONS

to the BASE CONTRACT FOR SHORT TERM
SALE AND PURCHASE OF NATURAL GAS
(GISB Standard 6.3.1, version 1.4, Dated January 7, 2000)
between
CALIFORNIA DEPARTMENT OF WATER RESOURCES
P. O. Box 219001
3310 El Camino Avenue
Sacramento, CA 95821
(“ CDWR”)

and
DYNEGY MARKETING AND TRADE

(“ Dynegy”)

Dated: July 1, 2001

Contract #

The parties agree to amend the General Terms and Conditions of the Base Contract as
follows:

1. The following shall be added immediately following Section 1.1:

1.1.1 The parties agree that this Base Contract shall only be used for transactions
having a Delivery Period of one year or less and may not be used for
transactions having a delivery period in excess of one year.

2. The second sentence of Section 1.2 Oral Transaction Procedure shall be
amended to read as follows:

Any Gas purchase and sale transaction may be effectuated in a recorded

telephone conversation with the offer and acceptance constituting the
agreement of the parties.
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3. The third sentence of Section 1.2 Oral Transaction Procedure shall be deleted
and replaced with the following:

The parties acknowledge that their Transaction will not be binding until
the exchange of non-conflicting written Transaction Confirmations.

4, The penultimate sentence of Section 1.2 Oral Transaction Procedure shall be
amended as follows:

“EDI” shall be deleted.

5. Section 1.3 of “Purpose and procedures’” shall be modified by deleting the last
sentence thereof in its entirety and replacing it with the following sentence in lieu
thereof:

In the event of a conflict among the terms of “(i) a Transaction Confirmation that is fully
executed or passage of the Confirm Deadline without objection from the receiving party,

(if) a recorded conversation, (iii) the Base Contract, and (iv) these General Terms and
Conditions, the terms of the documents shall govern in the priority listed in this sentence.

6. Section 2.6, “Contract” is modified by inserting the phrase “as modified by the
Special Provisions’ between the words “Base Contract” and “and (ii)”.

7. Section 2.9 and Section 3.2 shall be amended as follows:
The phrase “or aternate fuels’ shall be deleted.
8. Section 2.14 shall be deleted.
9. The following shall be added immediately following Section 2.26:

"Buyer" shall mean the purchaser of Gasin a Transaction formed pursuant to this
Base Contract.

"Seller" shall mean the seller of Gas in a Transaction formed pursuant to this
Base Contract.

“Fund” shall mean Department of Water Resources Electric Power Fund
established by Section 80200 of the Water Code of the State of California (the
“Water Code”).

“Transaction" shall mean a purchase and sae transaction formed pursuant to
Section 1. for a particular delivery period.
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10.  Section 5, “Quality and Measurement” shall be modified by deleting the first
sentence in its entirety and replacing it with the following sentence in lieu thereof:

All Gas delivered by Seller shall meet the pressure, quality and heat
requirements of the Receiving Transporter.

11.  Section 7, “Billing, Payment, and Audit” is modified by adding the following new
Section 7.5 at the end thereof:

7.5  Notwithstanding the other provisions of this Section 7, if Gas is
purchased or sold pursuant to this Base Contract or any
Transaction Confirmation, the party owing the greater amount,
including any related liquidated damages, interest, and payments or
credits for its purchases during such calendar month (the “Debtor”)
shall apply the amount owed (the “ Credit Balance”) by the Debtor
on or before the same due date to the other party (the “Creditor”)
and, after deduction of the Credit Balance, shall pay to the Creditor
the net amount in immediately available funds.

12.  Section 8.2 of “Title, Warranty and Indemnity” is modified by adding the
following sentence at the end thereof:

ALL OTHER WARRANTIES, EXPRESS OR IMPLIED, INCLUDING
ANY WARRANTY OF MERCHANTABILITY OR OF FITNESS FOR
ANY PARTICULAR PURPOSE, ARE DISCLAIMED.

13. The second sentence of Section 8.3 shall be amended to read as follows:

To the extent expressly permitted by law, Buyer agrees to indemnify
Seller and save it harmless from al claims, from any and all other persons,
arising from or out of clams regarding payment, personal injury or
property damage from said Gas or other charges thereon which attach after
title passes to Buyer.

14. Section 10.1(iv) of “Financial Responsibility” shall be modified by deleting the
word “or” after the semicolon at the end thereof.

15. Section 10.1(v) of “Financia Responsibility” shall be modified by adding the
word “or” after the semicolon at the end thereof.

16. Section 10.1 of “Financial Responsibility” shal be modified by adding the
following as Subsection (vi) after the word "or" at the end of Subsection (v) thereof:
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17.

18.

19.

20.

(vi) fail to give adequate security for or assurance of its ability to perform its
further obligations within two (2) Business Days of a reasonable written request
by the non-defaulting party.

The following shall be added immediately following Section 10.2:

10.3. CDWR’s obligation to make payment of amounts due hereunder from the
Fund in accordance with the provisions of Sections 10.4, 10.5 and 10.6 shall be
deemed adequate assurance and sufficient security in form and term acceptable to
Seller for the purposes of Section 10.1.

The following shall be added immediately following Section 10.3:

10.4. CDWR's obligation to make payments hereunder shall be limited solely to
the Fund. Any liability of CDWR arising in connection with this Base Contract
or any claim based thereon or with respect thereto, including, but not limited to,
any payment pursuant Section 3.2 hereof arising as the result of any breach or
event of default under this Base Contract, and any other payment obligation or
liability of or judgment against Buyer hereunder, shall be satisfied solely from the
Fund. NEITHER THE FULL FAITH AND CREDIT NOR THE TAXING
POWER OF THE STATE OF CALIFORNIA ARE OR MAY BE PLEDGED
FOR ANY PAYMENT UNDER THIS BASE CONTRACT. Revenues and assets
of the State Water Resources Development System shal not be liable for or
available to make any payments or satisfy any obligation arising under this Base
Contract.

The following shall be added immediately following Section 10.4:

10.5. Payments made by CDWR under this Base Contract shall constitute an
operating expense of the Fund payable prior to (a) payments related to all bonds,
notes or other indebtedness secured by a pledge or assignment of al revenues
under any obligation entered into, and rights to receive the same, and moneys on
deposit in the Fund and income or revenue derived from the investment thereof or
(b) payments to the genera fund.

The following shall be added immediately following Section 10.5:

10.6. In accordance with Section 80134 of the Water Code, CDWR covenants
that it will, at least annually, and more frequently as required, establish and revise
revenue requirements sufficient, together with any moneys on deposit in the Fund,
to provide for the timely payment of all obligations which it has incurred,
including any payments required to be made by CDWR pursuant to this Base
Contract. As provided in Section 80200 of the Water Code, while any obligations
of CDWR pursuant to this Base Contract remain outstanding and not fully
performed or discharged, the rights, powers, duties and existence of CDWR and
the California Public Utilities Commission shall not be diminished or impaired in
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any manner that will affect adversely the interests and rights of the Saller under
this Base Contract.

21.  Section 10.7 is added to the Base Contract at the end of Section 10, “Financial
Responsibility” as follows:

10.7 Inthe event that the non-defaulting party terminates this Base Contract or
a Transaction pursuant to Section 10.1, the non-defaulting party shall have the
right to designate an early termination date (“Early Termination Date”) as any
date on or after the event of default under Section 10.1. Upon the Early
Termination Date, the ron-defaulting party shall have the right to liquidate all,
and not less than all, Transactions(s) under this Base Contract then outstanding
by: (i) closing out each Transaction(s) at its Market Value, as defined below, so
that each such amount equal to the difference between such Market Vaue and
Contract Vaue, as defined below, of such Transaction(s) shall be due to the
Buyer under the Transaction(s) if such Market Value exceeds the Contract
Vaue and to the Seller if the opposite is the case; and (ii) discounting each
amount then due under clause (i) above to present value in a commercialy
reasonable manner as of the Early Termination Date (to take account of the
period between the date of liquidation and the date on which such amount
would have otherwise been due pursuant to the relevant Transactions); and (iii)
setting off or aggregating, as appropriate, any or al settlement payments
(discounted as appropriate) and (at the election of the non-defaulting party) any
or al other amounts owing between the parties under this Base Contract so that
all such amounts are aggregated and/or netted to a single liquidated amount
payable by one party to the other. The non-defaulting party shall give notice that
a liquidation pursuant to this Section 10.6 has occurred to the defaulting party
no later than one Business Day following such liquidation, provided that, failure
to give such notice shal not affect the validity or enforceability of the
liquidation or give rise to any claim by the defaulting party against the non
defaulting party. The net amount due to any such liquidation shall be paid by the
close of the business on the fifth (5") Business Day following notice of the
Early Termination Date.

For purposes of this Section 10.7, “Contract Value” means the amount of Gas
remaining to be delivered or purchased on a firm basis under a Transaction
multiplied by the Contract Price, and “Market Value” means the amount of Gas
remaining to be delivered or purchased on a firm basis under a Transaction
multiplied by the market price determined by the nondefaulting party in a
commercialy reasonable manner considering, among other valuations,
guotations from leading dedlers in gas contracts, any or all of the settlement
prices of the NYMEX gas futures contracts, any or all of the settlement prices
on other established gas exchanges and other bona fide third party offers. Any
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22.

23.

24,

25.

extension of the term of a Transaction to which the Parties are not bound as of
the Early Termination Date (including but not limited to evergreen provisions
and options to extend) shall not be considered in determining Contract Values
and Market Values. The rate of interest used in calculating net present value
shall be determined by the non-defaulting party in a commercially reasonable
manner. The parties agree that a Transaction under this Section 10.7 shall
constitute a forward contract within the meaning of the United States
Bankruptcy Code, and the parties agree that Dynegy under this Base Contract is
a “forward contract merchant” within the meaning of the United States
Bankruptcy Code.

Section 11.3 of Force Mgjeure shall be modified by deleting the word “or” before
Subsection 11.3(iii) and adding the following at the end of the first sentence
thereof: “or (iv) increases or decreases in gas syply due to allocation or
reallocation of production by well operators, pipelines, or third parties other than
regulatory agencies, (v) the loss of Buyer's markets or Buyer's inability
economically to use or resell Gas purchased hereunder; (vi) Seller’s ability to sell
Gas to a more advantageous market or Buyer’s ability to purchase gas at a price
more advantageous than the Contract Price, or (vii) a regulatory agency
disalowing the pass through of costs resulting from this Base Contract.

The following shall be added immediately following Section 13.8:

13.9. Dynegy has stated that, because of the administrative burden and delays
associated with such requirements, Dynegy would not enter into this Base
Contract if the provisions of the Governmert Code of California and the Public
Contracts Code of California applicable to state contracts, including, but not
limited to, advertising and competitive bidding requirements and prompt payment
requirements would apply to or be required to be incorporated in this Base
Contract. Accordingly, pursuant to Section 80014(b) of the Water Code, CDWR
has determined that it would be detrimental to accomplishing the purposes of
Division 27 (commencing with Section 80000) of the Water Code to make such
provisions applicable to this Base Contract and that such provisions and
requirements are therefore not applicable to or incorporated in this Base Contract.

The following shall be added immediately following Section 13.9:
13.10. It is understood by the parties that, with respect to the CDWR, only the
following persons or such other persons as designated in writing by CDWR shall

be authorized to enter into any transaction contemplated hereunder on behalf of
CDWR: (1) Mark Baldwin; (2) Chuck Toney.

The following shall be added immediately following Section 13.10:
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13.11. It is understood by the parties that the California Department of Water
Resources means the California Department of Water Resources, acting solely
under the authority and powers created by AB1-X, codified as Sections 80000
through 80270 of the Water Code of California, as amended, and not under its
powers and responsibilities with respect to the State Water Resources
Development System.

26. Thefollowing shall be added immediately following Section 13.11:

13.12. Each party hereby expressly consents that the other party may record, by
tape or otherwise, any verbal agreements or discussions, whether telephonic or
otherwise, between the parties. Each party waives any further notice of such
monitoring or recording, and agrees to notify its officers, employees and agents of
such monitoring or recording and to obtain any necessary consent of such
officers, employees and agents. A recording of a verbal agreement may be relied
upon to resolve any differences regarding the terms of a Transaction provided that
a true and complete copy of such recording is made available to the party who
does not possess such recording. No party may knowingly destroy or erase a
recording once the possessing party becomes aware of an actua dispute in which
the recording may reasonably be anticipated to be discoverable.
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